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A NEW FACTOR INFLUENCING REGIONAL 
ECONOMY 


by Albert J. Shafter 


Within the past few months, announcements have 
been made in Southern Illinois newspapers regard- 
ing the designation of sites for the construction of a 
federal maximum security prison at Crab Orchard 
Lake, a state minimum security prison near Vienna, 
a state school for the mentally retarded at Centralia 
and a small state school for retarded near Harris- 
burg. The reaction on the part of the public to 
these announcements has ranged from elation to a 
wait-and-see attitude. Businessmen, however, should 
be preparing themselves now for changes which may 
occur if they live in or near the communities most 
directly affected. The time is not too far away when 
a new force will make an impact on the economy 
of southern Illinois. The alert businessman will be 
prepared for the changes. 

Fortunately, guide lines for the future do exist 
since southern Illinois has had two large institutions 
for a number of years—the Anna State Hospital 
and the Menard State Penitentiary. It may be worth 
a trip to either of these towns for proprietors of 
business establishments who have plans for doing 
business with one of the new institutions. The local 
businessmen in either town can serve as a resource 
in making plans for the future. 

Some indication of the economic force generated 
by the two institutions may be obtained by an 
analysis of the existing institutions’ payrolls, and 
expenditures for supplies and services. From these 
figures some inferences may be drawn regarding the 
new institutions and their influence on future bus- 
iness development. 

The Anna State Hospital was established in 1873. 
At the present time, it has 725 employees with an 
annual payroll of $2,950,000.2 The 725 employees 
serve 1975 patients from all parts of Southern TIIli- 
nois. The Hospital provides housing for 77 em- 
ployees while the remainder live outside of the in- 
stitution. Over 27,000 persons visit the Hospital each 
year, approximately 75 per cent of whom travel by 
automobile. 

The Hospital uses 12,000 tons of coal annually, 
22,400 gallons of gasoline, and 1,000 gallons of ker- 
osene. Over $2,000 annually is spent with area ga- 
rages for auto and farm equipment repair. More 
than $26,000 is spent each year for fresh produce. 
Office supplies and repairs represent an expense of 
almost $2,000 each year. For services, southern Illi- 
nois nursing home operators received $80,509 dur- 
ing the past year. Local funeral directors received 
$45,000 during the past year. Moreover, these 
figures do not include funds spent for farm supplies, 
household supplies, utilities, amusement items, and 
structural and maintenance materials (paint and 
lumber) which account for many additional thou- 
sands of dollars. 


Albert Shafter is an associate professor and assistant direc- 
tor of Southern’s Rehabilitation Institute. 


The Illinois State Penitentiary, Menard Branch 
was established in 1877. At the present time there 
are 337 employees with an annual payroll of 
$1,453,925. The 2,394 inmates have a payroll of 
over $13,000 per year. Institutional housing is 
provided 33 employees while the remainder live in 
surrounding communities. Approximately 15,500 
persons visit the prison each year, almost all of 
of whom travel by automobile. To a lesser extent 
and with a few exceptions, the pattern of expendi- 
tures is similar to the Anna State Hospital. 

With these data as background, an examination 
of the new institutions will be made. /t must be 
emphasized that all figures which follow are estima- 
tions and may change. They should be interpreted 
as indicative rather than final. 

Initial site clearance has already begun at Crab 
Orchard Lake for the new federal penitentiary. 
Approximately $10,000,000 will be spent during 
construction, Certainly, many area persons will have 
employment at the penitentiary at this time. Of 
course, this statement also holds true for the other 
proposed institution. 

It is planned that the first inmates will be re- 
ceived in 1962, Approximately 125 persons will be 
employed initially, although the number may in- 
crease later to nearly 200. With the exception of 
principal staff members, employees will be obtained 
from Civil Service Commission Registers. Previous 
experience has indicated the majority of employees 
come from a 50 mile radius of the prison. However, 
persons interested in employment at the prison 
should check with their local office of the Civil Sery- 
ice Commission with the idea of taking the appro- 
priate Civil Service Examination now. Qualified 
persons who pass and are assigned elsewhere would 
ordinarily receive priority in selection for transfer 
to the new institution. 

It is estimated that not more than twenty-five per- 
sons would be provided institutional housing. Due 
to possible changes in number of employees, an 
estimation cannot be made of the annual payroll. 

Using the visiting records of other federal pen- 
itentiaries, it is believed that somewhere between 
2500 and 3500 persons will visit the institution each 
year. In all likelihood, the prison will also serve as— 
a tourist attraction. 
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The total annual budget of the prison will be 
bout $1,000,000. At this time, estimations cannot 
ye made regarding expenditures, although it is 
nown that the power plant will be coal burning. 
> The school for mentally retarded to be located at 
sentralia expects to receive patients sometime in 
963. Cost of construction is estimated at almost 
312,000,000. Approximately 300 employees will 
are for some 750 patients. The estimated annual 
ayroll will be $1,260,000. About 200 persons will 
ye employed from the area and institutional housing 
vill not be provided for any employee. In other 
vords, a minimum of 100 persons will be seeking 
1omes in the Centralia area, and the number may 
ye even higher. 

It is estimated that the institution will have about 
,900 visitors per year, approximately 10 per cent 
f whom will remain overnight. Again, budgets are 
juite difficult to project so far in advance, but it is 
issumed that expenditures within the area will 
mount to over $10,000 for food items, $30,000 for 
uel, and $25,000 for other consumable supplies. 

As yet, the Illinois Department of Public Safety 
s unable to make any estimations regarding the 
lew minimum security penitentiary near Vienna. 
and acquisition is underway, but the department 
vas unable to provide estimations which would be 
f service to area businessmen. However. regardless 
f the expenditures for staff and services finally 
nnounced, it would appear as though a parallel 
nay be drawn between this institution and the 
lenard Penitentiary.” 

A similar situation is found regarding the school 
or retarded at Harrisburg where welfare authorities 
re reluctant to make generalizations since legisla- 
ive approval is necessary to provide funds for con- 
truction. News releases, however, have indicated 
his institution would care for approximately 300 
yersons. By scaling down expenditures of the Anna 
tate Hospital, and the new school at Centralia, 
ome indication of the influence of this installation 
an be obtained.’ 

To this point, emphasis has been placed on the 
conomic role of the institution. Another question 
night well be raised by the interested businessmen 
—what kind of neighbors do institutions make? 
Vill the area be plagued by escapes, or officious or 
verbearing individuals who will attempt to run the 
ommunity? Escapes, whether from prisons or in- 
titutions for the mentally retarded or mentally ill 
re of relatively little concern. Most areas have 
ound hospitals and prisons become a contributing 
nember of the community rather quickly. Two of 
he most respected figures in both youth and wel- 
are movements in southern Illinois have been War- 
en Ross Randolph and Dr. R. C. Steck. On a local 
svel, staffs of both the Menard Penitentiary and the 
\nna State Hospital have become equally integrated 
ito community activities. Blood drives, toy re- 
air, sponsorship of Little League teams have come 
rom institutional support. The communities of Anna 
nd Chester have developed a level of sophistication 
egarding their institutions which reflects an ad- 
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vanced view of treatment and care. In other words, 
given the opportunity, institutions will provide not 
only economic advantages, but will make for richer 
community life. 

To conclude, four new institutions in southern 
Illinois will provide not only jobs but, in addition, 
increased opportunities for the alert businessmen. 
These will vary from services to visitors and tour- 
ists to direct transactions with the institutions. 
Moreover, if previous experience can serve as a 
guide, the new institutions will soon take their place 
as fully participating members of the community. 


‘Tn preparing this paper, the writer wishes to acknowledge 

the assistance of Myrl E. Alexander, Acting Director, 
Bureau of Prisons, Department of Justice; Dr. Otto L. 
Bettag, Director, Illinois Department of Public Welfare; 
Joseph D. Bibb, Director, Illinois Department of Public 
Safety; Ross V. Randolph, Warden, Illinois State Pen- 
itentiary, Menard Branch; and Dr. R. C. Steck, Superin- 
tendent, Anna State Hospital. 

*The following discussion was based on correspondence 
prior to the passage of the Department of Public Welfare 
Bond Issue which will in all likelihood increase every 
figure. 

° A recent letter from Joseph E, Ragen, the new Director of 
Public Safety, states when completed, the Vienna facility 
will house 1500-1600 inmates, and will employ 229 persons 
with an approximate monthly payroll of $87,000. 

* Funds were provided by the State Legislature and expend- 
itures for construction were approved by the Governor. 
Dr. Francis J. Gerty, the new Director of the Department 
of Public Welfare, has indicated the Harrisburg school 
may serve as a training and research center with a rela- 
tively large professional staff. 


THE ROLE OF PART-TIME FARMING 
by William McD. Herr and W. F. Ewbank 


Part-time farming has increased in many areas 
of the United States in recent years. The increasing 
proportion of farm operators who have obtained 
off-farm work is the most apparent indication of 
this trend. In Illinois, for example, the proportion 
of farm operators who worked off their farms in- 
creased from 26 per cent in 1940 to 37 per cent 
in 1959. However, part-time farming is consider- 
ably more important in Southern Illinois than in 
the rest of the state. According to the 1959 Census 
of Agriculture, nearly half of the farm operators in 
the sixteen southernmost counties of Illinois worked 
off their farm. 


This article was written by Wm. McD. Herr and W. F. 
Ewbank, Assoc. Prof. and former graduate student, respec- . 
tively, in the Department of Agricultural Industries. The 
findings of this article are taken from a thesis submitted 
by Mr. Ewbank for the Degree of Master of Science at 
Southern Illinois University entitled, “An Economic Analy- 
sis of Part-Time Farming in Southern Illinois.” 
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Part-time farming is frequently considered a 
means for making a transition into or out of agri- 
culture. Many, in fact, view the movement of farm 
families out of agriculture as the chief cause of the 
increase in part-time farming. In some instances, 
however, the movement is in the opposite direction. 
Some part-time farmers maintain an off-farm job 
in order to accumulate more rapidly sufficient cap1- 
tal to increase their farming operation to a full-time 
scale. Although part-time farming is_ usually re- 
garded as a transition step, some part-time farmers 
appear satisfied with their arrangement and regard 
part-time farming as a permanent program. 

Increased part-time farming raises problems re- 
garding policies and adjustment programs for areas 
so concerned. To obtain some information regard- 
ing the role of part-time farming in Southern [lhi- 
nois, a study was made of part-time farmers in 
Jackson County. The county was divided into fifty 
different area segments from which eight were se- 
lected at random for intensive study. A total of 63 
part-time farmers in these areas were interviewed. 


Definition of “Part-Time Farmer” 


In this study a part-time farmer was defined as 
one who combined farm with off-farm work or one 
who had no off-farm work if the farm operation 
was not large enough to give the operator full-time 
productive work. All operators 65 years of age or 
over were excluded. 

It was found that the part-time operators falling 
within the limits set out above were basically of 
three types. The first, group A, consisted of those 
who had a regular full-time off-farm job but carried 
on some farming operations in addition. A second 
type, group B, consisted of farm operators with 
some off-farm work but not of a regular year- 
around nature. The third type, group C, consisted 
of those farmers who spent full time in their farm- 
ing operations but had inadequate size enterprises 


Table I 


Characteristics of Part-Time Farm Operators 
in Jackson County, 1959 


Characteristic A' B’ C’ All Farms 
Number of Farms 22 P| 20 63 
Total Acres Operated 111 148 203 152 
Total Crop Acres 62 86 121 88 
Days of Farm Work? 121 108 158 128 
Days of Off-Farm Work? 250 sh itil 141 


Total Days of Labor 371 259 169 269 
Av. Family Income® $5520 $4700 $3090 $4480 
Per cent of Earning from 


Off-Farm Work 79 68 24 N.A. 


*Group A, regular full-time non-farm job plus farming; 
Group B, irregular off-farm work plus farming; Group C, 
less than full-time farm job, off-farm work less than 20 
days per year. 

* Stated in 10-hour-day units, a convenient measure fre- 
quently used in farm management studies. 
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Includes farm earnings as well as off-farm earnings. 


to provide employment for full-time use of their 
labor. and were, therefore, considered part-time 
farmers. 

Some characteristics of these three types of part- 
time farmers are given in Table I. In this study the 
three types of part-time units were found to be 
about equally important. Assuming a full-time oper- 
ation is 300, 10-hour days, only group A farmers 
were fully employed by usual farm standards. Group 
B farmers had 10 months of productive work, while 
croup C farmers were slightly shy of 7 months of 
productive work. Family income increased as the 
amount of productive work by the operator in- 
creased. 


Reasons for Part-Time Farming 


Some of the questions asked of the sample of part- 
time farmers attempted to determine the reasons 
for their present status. Of the 43 farmers with 
significant amounts of off-farm work (Groups A 
and B), 7 indicated that the major reason for ob- 
taining off-farm work was to help them become es- 
tablished as full-time farmers. On the other hand, 
only 3 of the 43 farmers in Groups A and B recog- 
nized their part-time farming status as a gradual 
movement from agriculture. For these operators 
part-time farming was a situation which resulted as 
they reduced the size of their farm operation. 
Thus, not as many as one-fourth of the part-time 
farmers with substantial off-farm work linked their 
present status to a transient position between agri- 
culture and non-farm employment. 

Of the remaining 33 operators, 18 indicated that 
the farm operation was a means to provide addi- 
tional family income to their non-farm work. Fif- 
teen operators indicated their reasons for combin- 
ing farm and off-farm work were largely personal 
reasons such as a desire to live in rural areas or 
because they were planning for retirement. For all 
of those thirty-three operators, part-time farming 
appeared to represent some kind of permanent type 
of program. 

Among the 20 Group C farmers, eleven indicated 
a desire to expand their farming businesses. Land 
and/or capital was cited by many of these operators 
as being the limiting resource. Age appeared to be 
an influential factor in whether the farmers desired 
to increase their farming programs. Those desiring 
to increase their farming programs had an average 
age of 39 years compared to 45 years for those not 
desiring to increase their farming programs. Of 
those not desiring to increase their farming pro- 
grams, 5 farmers desired off-farm employment, and 


4 farmers were satisfied with their program with no 
changes. 


Part-Time Farming, Transition or Permanent 


In order to obtain an indication of the potential 
movement from part-time farming, operators in this 
study were asked to indicate the farming status they 
preferred—full-time farming, part-time farming, or 
non-farming—ten years from the date of the survey. 
The farmers were asked to give their first response 
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Table II 


vi a 7 , Q 4 aa =) 7 
Number of part-time farmers preferring to be full-time farmers, part-time farmers, or 
non-farmers ten years from the date of the survey. 


Present Number Desired Farming Status when Economic Conditions are: 
Farming of Same as existed in 1959 Greater off-farm Employment Opportunities 
Status Farmers Full-time part-time non-farm Full-time part-time non-farm 
Group A Dips 6 ll 5 s) 10 7 
Group B 21 5) 15 il 4 10 ¢ 
Group C 20 13 DS 2 12 5 3 

Total 63 24 31 8 Pall 25 17 


assuming that the economic conditions in the area— 
particularly, off-farm work opportunities—remained 
similar to those existing at the time of the survey. 
Farmers were then asked if their preference would 
change if conditions were made more favorable for 
off-farm work opportunities such as by greater in- 
dustrial development in the area. 

Table II shows the farming status preference of 
farmers ten years from the date of the survey. As- 
suming economic conditions were to remain the 
same, about half of the farmers interviewed would 
continue their part-time farming status. Among the 
other half, the majority, three to one, would prefer 
to become established in full-time farming. Each of 
the three types of part-time farmers show some 
preference of moving from part-time farming to- 
ward full-time farming, but the bulk of the change 
would occur among Group C operators. It should 
be noted that some of these operators may well 
have regarded themselves as full-time farmers, and 
a response in favor of full-time farming would have 
meant no change in their preference of farming 
status. It is significant to note that among under- 
employed, low-income farmers, off-farm work is 
frequently thought to be a desirable adjustment; 
however, relatively few farmers in this situation 
preferred to move toward part-time farming which 
included some off-farm employment or toward non- 
farm work entirely. 


The responses by groups showed some variation 
in their preference for off-farm employment if eco- 
nomic conditions were to improve so that better off- 
farm employment opportunities existed. Farmers 
in Groups A and C indicated little change in their 
preferences for employment status with the change 
in economic conditions. Their indicated desires for 
their farming statuses apparently were stable ones 
or not influenced by economic conditions. On the 
other hand, Group B farmers indicated a rather 
marked shift towards non-farming when economic 
conditions were more favorable for off-farm work. 
This information suggests that Group B farmers 
would respond most rapidly to development in the 


area which provides better off-farm work opportuni- 
ties. 

Those farmers who had indicated an interest to 
become full-time farmers were affected very little in 
their responses by the change in economic condi- 
tions. Even those in Group B who had obtained 
off-farm work to help get established in full-time 
farming did not change their response from their 
desire to be a full-time farmer. Most of the shift 
to non-farming in Group B occurred with those who 
had obtained off-farm work to obtain additional in- 
come. Only one farmer in Group C who had in- 
dicated a desire to increase his farm business 
changed his desire as a result of the proposed 
change in economic conditions. 

Those in Group A who indicated their desire to 
live in the country and to acquire a small farm for 
retirement as their reason for becoming a part-time 
farmer were unchanged in their position by the 
proposed change in economic conditions. Only one 
of this group shifted his position to non-farming. 
The stability of Group A farmers can be explained 
in part, at least, by the fact that they depended 
largely upon their off-farm work for their income. 
Their farming business served as their supplemental 
occupation rather than their off-farm work. Group 
A farmers placed more emphasis upon such advan- 
tages as country living and outdoor recreation than 
upon direct economic benefits of farming. 

The results of this study indicate that there are 
three kinds of part-time farmers: Those with a 
regular full-time off-farm job; those with irregular 
off-farm employment; and those with little or no 
off-farm work but whose farm operation provides 
insufficient work to be tabbed as a full-time unit. 
Among the first and third types of part-time opera- 
tors little change is noted in their preferred farming 
status with change in economic conditions. The 
first group (A) will largely remain part-time opera- 
tors, while the last group (C) continues to maintain 
a strong preference for becoming full-fledged farm- 
ers. Only those part-time farmers with irregular 
off-farm jobs respond significantly to improved off- 
farm conditions. This group, representing about 
one-third of the part-time farmers, appears to be the 
most flexible group. 
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A LOOK AT THE HEALTH 
INSURANCE RECORD 


by Jerome J. Rooke 


With so many public and private debates about 
the many phases of insurance to cover medical, hos- 
pital, and surgical expenses, it may be well to take 
a look at some current facts and practices. To round 
out the picture some attention will be given here to 
disability income protection. 

To the individual who has not been following 
carefully the rapid expansion in the number of 
people with health insurance protection, a glance at 
a few statistics may prove enlightening. 

Insurance coverage for hospital expenses have 
been known for some time. In 1940, for example, 
there were 12,312,000 people covered by hospitali- 
zation insurance. By the end of 1959 this figure 
had sky-rocketed to nearly 128 million. A similar 
phenomenal expansion has occurred in surgical ex- 
pense coverage. In 1940, 5,350,000 people in this 
country carried surgical expense insurance. This 
leaped to 116,944,000 in 1959. Regular medical 
expense coverage has had a similar phenomenal 
growth. A fourth type of health insurance protec- 
tion came into the picture very recently; as late as 
1951 only 108,000 people were covered by what 
is known as major medical expense insurance. But 
this coverage has grown very rapidly, and the 
latest figures available show that 21,850,000 people 
have this insurance. Finally, loss-of-income health 
insurance existed many years ago, but reliable 
figures are not available prior to 1946, when we ob- 
serve that 26,229,000 people were covered. This 
evidence cannot be taken lightly. 

These figures may appear to be just numbers to 
the casual observer, but when thought of in terms of 
the tremendous number of people covered and the 
economic values represented by their coverage, this 
has expanded to 43,169,000 as of 1959. 

Several years ago, Joe Doe proudly announced 
to his wife that he and she now had the type of 
health insurance that every family should own. He 
pointed to the front of the policy where in large 
print was the word NONCANCELLABLE. This 
meant to Joe and his wife that they now had a per- 
manent health insurance policy—one that could not 
be cancelled by the company even if misfortune 
struck either or both of them. 

Joe was right. His policy was truly noncan- 
ceilable; ie., the insurance company could not 
cancel his policy even if numerous claims were 
presented during the premium period. 

About eight months after the issuance of the 
policy, Joe was hospitalized for several weeks, Soon 
after he recovered, his wife needed an operation. 


Jerome J. Rooke is an instructor in the Departments of 
Accounting and Management at Southern Illinois Univer- 
sity. For the past several years he has taught courses 
dealing with insurance in the Department of Management. 


The policy covered both claims. But a week or two 
before the next premium became due, Joe received 
a notice from the insurance company informing 
him that the company would not renew his policy. 
Naturally, Joe became quite angry not only with 
that particular company, but with the entire in- 
dustry. 

Much confusion and misunderstanding can be 
avoided if one will only take the time to read his 
policy carefully. If Joe had heeded this advice, he 
would have discovered that although the policy 
could not be cancelled, the company reserved the 
right of renewal for itself. The type of policy that 
Joe thought he had was Noncancellable and Guaran- 
teed Renewable. Under the noncancellable feature 
only, the company does not have to renew the policy 
if it deems it unwise to do so. When both the Non- 
cancellable and Guaranteed Renewable features are 
included, generally only non-payment of the pre- 
mium can terminate the policy. 

From this practical situation can be found the 
two main principles involved in the purchase of any 
type of insurance. First, always go to a reliable 
agent whose reputation is above reproach. If you 
are not acquainted with any insurance representa- 
tives, make inquiries through your friends, your 
local bank, or chamber of commerce. Remember, 
choosing an agent is more important than choosing 
a particular company. 

Secondly, always read your policy word by word 
and ask your agent to explain any of the legal ter- 
minology that you cannot understand. You should 
remember that you are spending hard-earned dol- 
lars now to relieve you from untold expenditures at 
a later date; therefore, choose wisely and read care- 
fully. Both habits will pay off if catastrophy strikes. 

There are many so-called basic types of voluntary 
health insurance coverages. The classifications that 
follow will correspond to the ones usually cited by 
the Health Insurance Institute. 

Disability, or loss-of-income insurance, is the 
oldest of the basic types. It is sold by both casualty 
and life companies. Many casualty companies sell 
it as a single policy; however, the life companies 
generally merchandise it as a package deal along 
with one’s permanent life insurance. 

Loss-of-income insurance pays you benefits when 
you are unable to work because of accident or sick- 
ness. The maximum coverage that can be purchased 
is usually limited to between two-thirds and three- 
quarters of one’s regular income because of the 
moral factor involved. 

Caution should be exerted when purchasing this 
coverage as to the meaning of total, and/or partial 
disability, and length of the waiting period. These 
can be strict or broad interpretations, depending 
upon the specific policy. Generally, the higher the 
premium, the more liberal the policy will be. 

Assume that John Doe purchases $10,000 worth 
of permanent life insurance. He has a loss of in- 
come rider attached which states that he is to re- 
ceive $10 per month in benefits for each $1,000 
of life insurance carried. This means that during 
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a period of disability he could receive $100 per 
month of disability income. 

It has often been said that an individual will al- 
ways insure his home, car, life, etc., but fails to 
insure his most important asset, i.e., his future earn- 
ings. There is little doubt that this type of coverage 
will become more important as soon as the public 
is educated as to its value. 

Hospital expense insurance usually pays a_por- 
tion of the cost of room and board while in a hos- 
pital and also for such services as X-rays, drugs. 
ambulance, operating room, anesthesia, and other 
miscellaneous expenses. 

There is usually a stated limit as to the amount of 
money and number of days of coverage for room 
and board. The amount usually varies from $10 to 
$29 per day, and the time limit from 60 to 120 days. 
The other hospital facilities are usually covered by 
a lump-sum payment that varies from policy to 
policy. 

It should be noted that when buying a hospital 
expense policy it is usually much more important 
to obtain a greater amount per day than to obtain 
a greater number of days. This is important be- 
cause a recent survey showed that the average cost 
per day in a non-federal hospital is $30.19. Most 
of this applied to room and board. The range was 
$16.50 to $32.67. The average time spent in the 
hospital was 7.6 days. In other words, an individual 
would, generally, be in a better position if he had 
a policy that granted him $20 per day for 60 days 
than one that stipulated only $15 per day for 120 
days. 

Assume that John Doe has a hospital expense 
policy that pays him $15 per day for room and 
board for a maximum of 120 days. The policy also 
covers various services, as stated in the policy, up to 
$500. John spends 14 days in the hospital. He is 
charged $22 per day. The hospital services amount 
to $625. John would receive from his insurance 
carrier $15 per day for the 14 days ($210) 
and $500 for the hospital services (the maximum). 
He, therefore, would have to pay $7 per day for the 
14 days ($98) and the excess of the maximum 
services allotment ($625-$500) or $125. If John 
had had a $20-per-day policy with a 60 day stipu- 
lation, he would have saved $70 ($5 for 14 days). 

General medical expense insurance covers visits 
to, or by, the physician. The limitations on this 
type of coverage are usually (1) a maximum 
number of visits per year (sometimes 30) and 
(2) a maximum reimbursement of $3 to $5 per 
visit. Many companies will write this coverage 
along with hospital expense insurance only. They 
claim that the moral hazard present prevents them 
from writing it on a separate basis, i.e., only those 
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who make frequent visits to a physician would be 
likely to choose this coverage. 

Before anyone decides either for or against this 
coverage, he should examine the following statistics. 
The average number of physician visits per person, 
per year, at the end of 1959 was 5.0. For males, it 
was 4.4 visits, and for females the average was 5.6 
visits. These figures increase, however, to 6.8 visits 
(6.1 for males and 7.3 for females) in the age 65 
and over category. The range of average costs 
charged by a General Practitioner was from $3.00 
to $5.33 for an office visit and from $4.17 to $8.67 
for a house visit. 

A fourth basic type of coverage is surgical ex- 
pense insurance. This covers all or a part of the 
surgeons fee for performing an operation. It is 
usually written with hospital expense insurance as 
a package. The insured is issued a policy which 
contains a schedule listing the usual kinds of opera- 
tions, and it states the amount that the company 
will pay for each. The usual maximums are $300 
or $350 for any one operation. If the cost is higher 
than the schedule provides, the insured is liable for 
the difference. 

Perhaps the most important type of Health Insur- 
ance that is available today is one that encompasses 
some of the coverages already mentioned. It is the 
major medical expense policy; it is intended to 
cover those medical costs that an average person 
couldn't possibly pay. The three major features of 
this coverage are: 

1. High maximum limits ($2,500 to $15,000) 

2. A deductible to eliminate small claims ($50 

to $300) 

3. A “co-insurance” clause to encourage only 

necessary usage (20 or 25 per cent) 

This policy covers both hospital and surgical ex- 
penses and also physician fees. It usually protects 
the insured whether hospitalization is involved or 
not. 

Assume John Doe has only a major medical 
policy which states the following terms: $5,000 
maximum coverage; $100-deductible clause; and 
a 25 per cent co-insurance clause. He has a serious 
illness which results in $3,000 of hospital and physi- 
cians’ expenses. He would be reimbursed $2,175. 
He would have to pay the $100 deductible and 25 
per cent of $2,900 (cost of $3,000 less $100 de- 
ductible) or a total of $825. 

Perhaps the best advice that can be given to a 
potential buyer of Health Insurance is that he 
should carefully choose his insurance agent. The 
agent, in most cases, can be the most important link 
in any insurance program. He can dispense the 
necessary professional information that may pre- 
vent future financial disaster. 
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